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MANUFACTURING EMPLOYMENT INCREASES 


HERE seems to be no doubt that labor’s attitude has undergone a drastic 
af change in the past year. Last spring labor was firmly in the saddle and rid- 

ing rough shod, Since then several things have happened to cause the heed- 
less labor leaders to open their eyes and look about. The first jolt came with the 
tremendous almost spontaneous public support of the President’s proposal to 
draft the striking railroad workers, The proposal did not particularly surprise 
labor, but the public’s reaction to it hung a storm warning that few labor leaders 
chose to ignore, 


The second jolt came with the familiar series of events involving Messrs, 
Lewis, Krug and Clifford, the contempt trial and Congress’ avowed determination 
to “do something about labor.” 


Labor has pushed its own interests a bit too far and now, faced with the gov- 
ernment’s firmer attitude, is becoming more conservative. What labor legisla- 
tion will pass is anybody’s guess, Our feeling is that it will not be as drastic as 
was first expected, unless somebody repeats Mr, Lewis’ tactical error of kicking 
over the traces, 


The balance of power in the labor-management conferences is again slowly 
shifting. At first labor was at a distinct disadvantage in dealing with big business 
and most conferences went the way big business wanted them. The government 
stepped into the scene with legislation to improve labor’s position, Unfortunately 
the loosely-worded Wagner Act subjected to pro-labor interpretations swung the 
pendulum just as far in the other direction and management found itself with its 
back to the wall, 


Now, after several years during which labor has abused its Wagnerian privi- 
leges, Congress and the public have become so aroused that restrictive legisla- 
tion aimed at correcting some of these abuses seems assured, 


Since the settlement of the General Motors strike last March, manufacturing 
employment has shown a steady gain. In discussing manufacturing employment, it 
must always be keptin mind that in the average city before the war only from one- 
fifth to one-half of the employment was “manufacturing employment.” On the oth- 
er hand, manufacturing employment is the most vulnerable of all types of em- 
ployment due to labor difficulties and as it shrinks in many cities nonmanufactur- 
ing employment decreases, because of the reduced buying power of the employees 
of large industrial concerns, In January 1947 only 20 of the 93 cities and areas 
charted had less manufacturing employment than they had in 1937. In March 


1946, 39 cities and areas were below their 1937 employment, 135 











WHICH ARE THE HIGHER CONSTRUCTION COSTS ? 


HILE everyone knows that construction costs are at the highest point in 
W history of the country, it may be helpful to see which items of cost 

have risen faster in comparison with the others and in comparison with 
similar periods in the boom of the twenties, 


The charts and tables on the opposite page show the percentage breakdowns of 
the various components of construction cost of our standard six-room frame 
house, Five periods have been chosen for this study: 1914, the year in which 
World War I started; 1939, the year in which World War II started; 1920, the year 
in which construction costs reached their peak following the First World War; 
1947, the year in which we believe construction costs will peak following World 
War II; and 1925, the year in which residential construction activity reached its 
peak, 


The most significant gain shown in chart 1 is that made by labor from 1939 to 
1947 when a 3 per cent increase was recorded, During the comparable period of 
the last boom, the percentage relationship of labor cost to total cost declined 8 
per cent. This 3 per cent increase is all the more noteworthy in view of the tre- 
mendous increase in material costs. This chart shows that even though building 
material prices have risen faster and higher than ever before, labor costs have 
stayed ahead of them. We believe that while building material prices are near 
the peak, further increases in labor costs are in prospect, This expected increase 
in labor costs would repeat their rise from 1920 to 1925. 


Chart 2 reflects the large increases in lumber prices during the two booms. 
So far during the present boom, the percentage relationship of each of the four 
groups has generally followed the same pattern traced during the last boom. 


Chart 3 indicates that during the period from 1914 to 1925, labor costs moved 
up more unevenly. In other words, from 1914 to 1920 the carpenter’s wages in- 
creased faster than the masonry worker’s and concrete worker’s, and from 1920 
to 1925 masonry workers’ wages increased faster than those of carpenters, Part 
of the masonry workers’ increase is attributable to the added quantity of tile 
wainscoting that went into the house in 1925. During this building boom labor is 


much stronger and the wage increases are more general throughout all of the 
building trades, 


Table 4 shows the percentage relationship that each separate item of material, 
labor and overhead and profit bears to the total house cost, 


It is apparent that while lumber prices are much higher than they were in 


1920, the lumber cost of today’s house is a smaller percentage of the total (30.2) 
than it was in 1920 (36.8). 


The same thing is true of masonry materials and heating and plumbing equip- 
ment, Here again, the reason for these decreasing percentages in the face of 


soaring prices is that wages in the building trades have stayed ahead of increases 
in building material prices. 
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A REVIEW OF 1946 FARM CASH INCOME 


INCE 1939 cash income from marketing the farm products shown on page 138 

S has more than tripled, Cash income from meat animals has risen from 2.5 

to 7.5 billion dollars, from dairy products, 1.3 to 3.7 billion dollars, from 

grains, .85 to 3.5 billion dollars, from tobacco, .25 to 1.0 billion dollars, Other 
products have shown slightly less spectacular increases, 


Although the 1946 cotton crop was well below average in acreage and produc- 
tion, the 1946 average price was nearly 50 per cent above the 1945 average price. 
This price rise accounts for the increased income from cotton marketing. 


The seven States comprising the West North Central Region - North and South 
Dakota, Minnesota, Iowa, Missouri, Kansas and Nebraska - received the highest 
percentage of cash income from farm marketing. 


The farmers in this region received 27.3 per cent of the 1946 cash income 
from farm products, The East North Central Region received the second largest 
slice - 18.6 per cent; the Western Region - 18.1 per cent; the South Central Re- 
gion - 16.8 per cent; the South Atlantic Region - 10.7 per cent; and the North At- 
lantic Region - 8.5 per cent. 


The West North Central Region also led in the percentage gain over 1945’s 
cash income with an increase of 20 per cent for 1946. Other regions showed the 
following gains for 1946 over 1945: South Central, 18 per cent; East North Cen- 
tral, 16 per cent; Western, 12 per cent; South Atlantic, 9 per cent; and North At- 
lantic, 6 per cent, 


Of the six regions, only two derived more cash income from marketing crops 
than they did from marketing livestock. The South Central and Western Regions 
both received 59 per cent of their farm cash income from marketing crops and 
41 per cent from livestock marketing, Many Midwest farmers buy young feeder 
steers and calves from Western stockmen, fatten them up on pasture and grain 
and sell them for fancy prices, This practice helps explain the fact that the West 
North Central Region received more than twice the cash income from marketing 
cattle and calves that was received for the same product by the beef-producing 
West. Further explanation lies in the fact that Texas and Oklahoma, both big beef 
producers, are classified not as Western States but as South Central, 


Both the South Central and the South Atlantic Regions would probably receive 
more cash income if these farms were larger. These regions are held predomi- 
nantly by small farmers and a good bit of their produce goes toward feeding the 
farm family. On small farms this “other than cash” income forms a larger per- 
centage of the total income than on bigger farms, 


It would seem that the prosperous West North Central Region,deriving its in- 
come chiefly from hogs, cattle, wheat and corn, is in the most vulnerable position in 
case of a general price break, as the prices of these commodities are generally 
considered farthest “out of line.” However, due to the world-wide demand for 
food and the government’s benevolent attitude toward farmers, we do not look for 
any very drastic price adjustment for these commodities in the near future. 
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RENT CONTROL AND RENTAL HOUSING 


HE chart below last appeared in the October 7, 1946, “As I See It” Bulletin. 
We have received considerable comment from our clients regarding this 
chart and have brought it up to date in this issue. 


The three lines representing wages, rents and residential construction costs 
are self-explanatory. The red and blue dashed line is derived to show the rela- 
tionship between rents and the costs of building rental housing. It is obtained by 
dividing the construction cost by the monthly rental, In the last boom a rule of 
thumb stated that a single-family residence was worth 100times the monthly rent- 
al, but not much more, Today the six-room standard frame residence is costing 
just about 170 times the allowed monthly rental. From 1920 through 1928 an aver- 
age of 785,000 housing units were started each year. During this period construc- 
tion costs were high but rents, rising in a free market, stayed high enough to pro- 


vide the necessary incentive for investors to risk their capital in new construc- 
tion, 


For this reason very few houses are being built to rent at present levels and 
many landlords have unloaded their property on more or less desperate buyers 
who, in many cases, have been forced into very insecure financial positions 
through the necessity of buying a home at today’s inflated prices, 
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